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PROFILE OF THE CORPORATION 


Venstar Inc. is a corporation headquartered in 
Calgary, Alberta, with its common shares trading on 
the Alberta Stock Exchange. Venstar has entered 
into an agreement to acquire 100% of MRI Financial 
Group Inc., a mortgage brokerage firm, and is 
currently engaged in negotiations to acquire MRI 
Leasing Ltd., a vehicle leasing company. 


MRI Financial Group Inc. was incorporated in 1993 as 
a mortgage broker specializing in identifying and 
brokering short term, high yield real estate 
mortgages. MRI Financial also offers administration 
services on behalf of mortgagors to whom it brokers 
loans. On average, mortgage loans range in size 
from approximately $100,000 to $1,000,000 with 
terms of 6 to 12 months, earning interest at 
between 1% to 3.5% per month. 


MRI Leasing Ltd. began operations in February, 1996, 
and is in the business of vehicle leasing, with a 
primary emphasis on pre-owned automobiles. MRI 
Leasing provides a source of funding for the 
independent and franchised automobile dealers to 
finance their customer's purchases of pre-owned 
vehicles. MRI Leasing targets vehicle purchasers 
who may have difficulty obtaining financing from 
conventional sources. 


In today’s business climate, independent 
dealers have fewer financing options 
available to assist in the sale of their 


vehicles. MRI Leasing services this niche market, 
primarily financing vehicles priced between $3,000 
and $10,000, with ages ranging from approximately 
5 to 10 years. MRI Leasing also purchases vehicles 
for direct resale. From its head office in Calgary, 
Alberta, MRI Leasing currently operates branches in 
Calgary and Edmonton, and plans to expand 
operations to Winnipeg, Saskatoon, St. Catharines, 
Ontario, and British Columbia within the first 6 
months of 1997. 


ANNUAL GENERAL MEETING 

_ The Annual General Meeting will be held in 
the Main Boardroom at Suite 100, 10325 
Bonaventure Drive S.E., Calgary, Alberta 
on Friday, June 20th, 1997 at 9:00 a.m. 
(Mountain Time). 
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PRESIDENTS REPORT TO SHAREHOLDERS 


On behalf of the Board of Directors, | am pleased to 
report that 1996 was a very successful year for 
Venstar. The company’s shares were listed on the 
Alberta Stock Exchange on June 20th, 1996, after the 
successful completion of Venstar’s Junior Capital 
Pool offering. As of the date of this report, the 
share price closed at $0.60, up 200% from its 
offering price of $0.20 on a 1996 trading volume of 
447,500 shares. Most notable, however, is the fact 
that Venstar has entered into agreements or 
negotiations to purchase companies that will provide 
for significant growth and expansion of its 


operations. 


MRI FINANCIAL GROUP INC. 

The company entered into an agreement to purchase 
the shares of MRI Financial Group in the spring of 
1996. This purchase will qualify as Venstar’s Major 
Transaction, and was approved by shareholders on 
December 30th, 1996. The purchase price will be 
$398,000, paid by the issuance of 1,990,000 


Common Shares of Venstar at $0.20 per share. 


GROWTH OF MRI 

FINANCIAL GROUP INC. 

MRI Financial Group had a mortgage portfolio under 
administration of $825,000 at the beginning of 
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1994, its first full year of operations. Currently, its 
mortgage portfolio is over $3.3 million. MRI 
Financial Group plans to increase its mortgage 
portfolio to over $5,000,000 in 1997, and expand 


its operations to Edmonton, Alberta. 


MRI LEASING LTD. 

Venstar has commenced discussions to purchase all 
of the shares of MRI Leasing, with the potential 
acquisition targeted to close in the first quarter of 
1997. As part of these discussions, Venstar’s 
independent directors commissioned an independent 
valuation of MRI Leasing by Meyers, Norris, Penny & 
Co., who have valued the company at between 
$7,174,000 and $7,690,000. Based on this 
valuation, Venstar will endeavor to purchase MRI 
Leasing for $6,600,000 through the issuance of 


convertible preferred shares and promissory notes. 


In its eleven months of operations, MRI Leasing has 
been tremendously successful. The market for pre- 
owned vehicle financing is underserved by direct 
competition or conventional lenders. With the 
retreat of the major lenders from the small loan 
market, financing sources for pre-owned vehicle 
purchases have become few and far between. At the 


same time, the pre-owned vehicle sales market 
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potential is significant, and the ever increasing price 
of new cars makes the purchase of a pre-owned 
vehicle a practical alternative for many consumers. 
MRI Leasing intends to satisfy the financing needs 
of this large market on a national basis, beginning 
with its operations in Alberta. As such it represents 


a significant opportunity to add value to Venstar. 


RISK MANAGEMENT AND CREDIT 
QUALITY FOR MRI LEASING LTD. 

The focus of MRI Leasing’s risk management 
strategy is on its credit scoring process and credit 
evaluation. Through the analysis of factors 
contributing to credit delinquency over time, Leasing 
has developed a scoring system that provides a solid 
foundation for the prediction of credit delinquency. 
Leasing believes this scoring process has been an 
important factor in maintaining a consistently low 
loan default rate in relationship to the dramatically 


increasing number of leases in its portfolio. 


MRI Leasing does not expect to sustain a higher 
level of credit losses than that experienced by 
traditional new or pre-owned car financing sources. 


This is attributable to at least three factors. 
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First, although it markets to consumers that may 
have had trouble obtaining financing in the past, MRI 
Leasing has not found its clients to be of a 
significantly higher risk than the average client of a 


traditional financing source. 


Second, MRI Leasing is able to command the same 
level of security from its clients as traditional 
lenders. From the first meeting with MRI Leasing 
personnel, borrowers know they are dealing with a 
personalized, extremely responsive company that 
will aggressively pursue its remedies should the loan 


go into default. 


Finally, the significant deposit obtained from 
borrowers ensures MRI Leasing is less likely to lose 
money on leases, as the deposit it requires from its 
lessees results in the company keeping its 
investment at less than the industries average black 


book value. 
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GROWTH AND BRANCH EXPANSION OF 
MRI LEASING LTD. 

MRI Leasing has achieved a clear market lead within 
Alberta and western Canada. Great care has been 
taken to develop and structure the corporation's 
operations and systems so that it can grow quickly, 
and profitably, while achieving a dominant position 


in the market place. 


This expansion requires additional capitalization 
which Venstar, through access to public markets, can 
provide. Properly capitalized, MRI Leasing will grow 
rapidly to become a national presence in the pre- 


owned vehicle leasing market. 


In December 1996, a branch office was opened in 
Edmonton, and MRI Leasing plans to expand 
operations. Offices in Saskatoon, Winnipeg, St. 
Catharines, Ontario, and British Columbia are planned 
for 1997, as well as the development of a national 
credit center to support the increasing demands 
placed on the administration of a growing portfolio. 
This credit center will employ the technology and 
information systems needed to manage efficiently 
the increase in leases predicted for 1997 


and beyond. 
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This is only the beginning. The negotiations and 
agreements entered into to date mark the beginning 
of our plans to make Venstar a rapidly growing, 
profitable operation while consistently adding value 
for our shareholders. We set out in 1996 to become 
a significant corporation in the Canadian 
marketplace, and our operations to date are only the 
first step toward that goal. We sincerely appreciate 
the support, interest and loyalty of our shareholders 
and together we can look forward to a 


prosperous future. 


Sincerely, 


= 


J.W. Douglas Beatty 


President and Chief Executive Officer 
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AUDITORS’ REPORT 


To the Shareholders 


Venstar Inc. 


We have audited the balance sheet of Venstar Inc. as at December 31, 1996 and the statements of 
income, deficit and changes in financial position for the ten-month period then ended. These financial 
statements are the responsibility of the company’s management. Our responsibility is to express an 
opinion on these financial statements based on our audit. 


We conducted our audit in accordance with generally accepted auditing standards. Those standards 
require that we plan and perform an audit to obtain reasonable assurance whether the financial 
statements are free of material misstatement. An audit includes examining, on a test basis, evidence 
supporting the amounts and disclosures in the financial statements. An audit also includes assessing 
the accounting principles used and significant estimates made by management, as well as evaluating 
the overall financial statement presentation. 


In our opinion, these financial statements present fairly, in all material respects, the financial position of 
the company as at December 31, 1996 and the results of its operations and cash flow for the ten-month 


period then ended in accordance with generally accepted accounting principles. 


CHARTERED ACCOUNTANTS 
Calgary, Alberta 
January 28, 1997 
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BALANCE SHEET | DECEMBER 31, 1996 
Assets 
Current assets 
Cash and short-term deposits $ 335,993 
Interest receivable 337 
$ 336,330 
Liabilities 
Current liabilities 
Accounts payable and accrued liabilities $ 4,618 
Shareholders’ Equity 
Share capital (note 5) 363,340 
Deficit (31,928) 
331,712 
$ 336,330 
Approved by the Board, 9 
oe ee ITF Sclor : . ____, Director 
J.W. Douglas Beatty Richard M. DeGrout 
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VENSTAR INC. TEN-MONTH PERIOD ENDED 
STATEMENT OF INCOME AND DEFICIT DECEMBER 31, 1996 


Interest revenue $ 7,194 
Expenses 
General and administrative 2,781 
Project identification costs 32,878 
Transfer agent fees 3,463 
39,122 
Net loss for the period, representing deficit, 
end of period $ (31,928) 
Net loss per share $ (0.01) 


TEN-MONTH PERIOD ENDED 
DECEMBER 31, 1996 


VENSTAR INC. 
STATEMENT OF CHANGES IN FINANCIAL POSITION 


Operating activities 
Net loss for the period $ (31,928) 


Changes in non-cash working capital balances 


Interest receivable (337) 
Accounts payable and accrued liabilities 4,618 
(27,647) 
Financing activities 
Issuance of share capital, net of share 

issue costs (note 5) 363,640 

Cash inflow, representing cash and short-term deposits, 
$ 335,993 


end of period 


VENSTAR\ 
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NOTES TO FINANCIAL STATEMENTS DECEMBER 31, 1996 


The Company is classified as a Junior Capital Pool under Alberta Securities Commission 


(“ASC”) Policy 4.11. 
The Company intends to identify and evaluate assets or businesses in Canada with a view to 


their potential for acquisition or participation therein. 


a? 


Net loss per share is calculated using the weighted average number of common shares 


outstanding during the period. 


& 


Directors of the Company purchased directly or indirectly 2,000,000 Class A common shares on 
March 18, 1996 for an aggregate cash consideration of $200,000. These common shares are 


subject to escrow restrictions (note 5[c]). 


a & 
Authoriz 
Unlimited number of voting Class “A” common shares 
Unlimited number of non-voting First Preferred shares 


Unlimited number of voting Second Preferred shares 


$ 
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Issued Class “A” common shares Nienber 
of Shares Amount 
For cash, March 18, 1996 (note 5[c]) 2,000,000 $ 200,000 
For cash, May 28, 1996 (note 5[d]) 1,000,000 200,000 
For cash, December 10, 1996 (note 5[d]) 50,000 10,000 
3,050,000 410,000 
Less: share issue costs 46,360 


$ 363,640 


The First and Second Preferred shares may be issued in one or more series and the 
directors are authorized to fix the number of shares in each series and to determine the 
designation, rights, privileges, restrictions and conditions attached to the shares of each 
series. 


The Company has granted stock options to directors of the Company to purchase 300,000 
common shares at a price of $0.20 per share. The stock options expire on March 18, 2001. 


The 2,000,000 common shares issued for $200,000 cash on March 18, 1996 are to be held 
in escrow and may not be traded prior to receiving approval of the Executive Director of the 
ASC, subject to any earlier automatic releases which may be permitted under procedures 


adopted by the ASC and the Alberta Stock Exchange. 


Pursuant to a public offering, the Company issued 1,000,000 common shares at $0.20 per 
share for total proceeds of $200,000 before agent's commissions of $20,000. In addition, 
the Company granted the agent an option to purchase 100,000 common shares at $0.20 
per share expiring December 20, 1997. On December 10, 1996, the 
agent exercised 50,000 of these options for total proceeds of $10,000. 
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BS? 8s 


The Company has loss carryforwards for income tax purposes of approximately $39,000 
which expire in 2003. No benefit with respect to these losses has been reflected in these 
financial statements. 


Pursuant to a Share Exchange Agreement dated January 3, 1997, the Company issued 
1,990,000 Class “A” common shares to acquire all of the outstanding common shares of 
MRI Financial Group Inc. (“MRI”). The previous shareholders of MRI were also significant 
shareholders and directors of the Company when the transaction was completed. The 
directors assigned a value of $0.20 per Class “A” common share giving a total purchase 
price of $398,000 for the common shares of MRI. The acquisition will be accounted for as 
a reverse take-over. 


Pursuant to an agreement dated January, 1997, the Company proposes to acquire all of 
the outstanding common shares of MRI Leasing Ltd. (“Leasing”). A significant shareholder 
of Leasing is also a significant shareholder and director of the Company. The purchase 
price will be $6.6 million payable by $600,000 in promissory notes bearing interest at 
10% per annum payable on demand on or after January 1, 1998, and the issuance of 
6,000,000 non-voting, non-dividend bearing preferred shares convertible into Class “A” 
common shares of the Company on a share-for-share basis. The proposed acquisition is 
subject to certain conditions including obtaining certain debt financing and obtaining 
regulatory approval. 


‘¢) The directors of the Company have approved a private placement of up to $4,000,000 in 


convertible debentures. The debentures will have a five-year term and will be convertible 
into Class “A” common shares of the Company at $1.10 per share within the first year 
and at $1.75 per share within the second year following the date of closing of the 
offering. 
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CORPORATE INFORMATION 


Directors 

J.W. Douglas Beatty Roy G. Wilson 

Chief Executive Officer, President, Director Chairman of the Board, Director 

Richard M. DeGroat Paul E. Mayer 

Chief Financial Officer, Vice-President, Director Director 

Alan K. Olinyk 

Director 

Officers 

J.W. Douglas Beatty Roy G. Wilson 

Chief Executive Officer, President, Director Chairman of the Board, Director 

Richard M. DeGroat Kenneth J. Tarry 

Chiet Financial Officer, Vice-President, Director Corporate Secretary 

Corporate Office Shareholder Services 

Suite 100, 10325 Bonaventure Drive S.E. For all shareholder services or 

Calgary, Alberta 12) 7E4 investor relations information, 

Telephone: (403) 278-5100 Bietse contact the Corporate 

Fax: (403) 271-8345 ecretary at Venstar’s Corporate 
Office. 

Stock Exchange Listing Trading Symbol 

The Alberta Stock Exchange VSR.A 

Transfer Agent and Registrar Legal Counsel 

Montreal Trust, Calgary, Alberta Blain & Company, Calgary, Alberta 


Auditor 


Collins Barrow, Chartered Accountants 
Calgary, Alberta 
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